
IX Fiscal Element

Providing City services, maintaining the City's infrastructure and implementing
various goals and policies of the General Plan depends on the City's ability to
prudently manage its revenues and expenditures. The Fiscal Element establishes the
policy framework upon which short and long-term financial decisions are made.

TIle City values prudent and responsible fiscal management as described in the
practices throughout this fiscal element. Additionally, the availability of funding, and
its appropriate use, guides all aspects of City government. Thus, the Fiscal Element
contains the City's financial policies and provides the overall framework upon which
all fiscal decisions are made to achieve the goals laid out in each of the Plan's elements.

Goals
To set the context for this Element, its Goals are as follows:

1. It sRall ee a gsal s£ tRe City ts Hold taxes and assessments the I'fsl'eftj' tal' to a
minimum and to continually explore and analyze the advantages and
disadvantages of alternate or new sources of revenue.
(PLANNING COMMISSION RECOMMENDED CHANGE TO GOAL)

2. It sRaY Be a gsal s£ tRe City ts ~xplore cooperative financing strategies that
might be undertaken in association with others.

(PLA NING COMMISSION RECOMMENDED CHANGE TO GOAL)

3. It sRall ee a gsa! s£ the Ci~' ts take ffia"iffiliffi advaRtage Consider the use of
regulatory legislation and other options to obtain contributions, dedications,
reservations (option to purchase) and rights of way (i.e., easements).

(PLANNING COMMISSION AND FINANCE ADVISORY COMMIlTEE
RECOMMENDED CHANGE TO GOAL)

4. It sRall Be a gsal s£ the Ci~' tRat Revenues generated by development shall be
sufficient to cover the costs related to such development.
(PLANNING COMMISSION RECOMMENDED CHANGE TO GOAL)
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Without a vote of the residents, the City's options to raise additional revenue are
very limited. Therefore, additional services and improvements desired by residents
must compete with essential expenditures such as public safety and infrastructure
for limited resources. Much of the City's infrastructure was built in the 1960's, and is
at the end of its useful life. The aging infrastructure must be either repaired or
replaced to continue functioning. Additionally, most of the City's buildings are
more than 30 years old and are in desperate need of replacement. Furthermore, in
an attempt to protect coastal habitat, the City has acquired more than 1,400 acres of
open space that must be maintained to standards imposed by state and federal
resource agencies. As street maintenance expenditures grow, the City's General
Fund must provide an increasing subsidy, as transportation revenues discussed
previously typically remain flat.

Fiscal Sustainability
Resource Management: The City's budget is managed conservatively, and
expenditures are controlled to every extent possible. Quite often, the only source of
funding for infrastructure repairs and maintenance is the excess of General Fund
revenues over General Fund expenditures.
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With additional TOT and golf tax revenue expected from the luxury hotel beginning
in FY09-10, future revenues are expected to continue to exceed operating
expenditures; thereby, providing excess revenues to help maintain the City's
infrastructure. However, this trend could be impacted with addition or expansion of
services, costs associated with a disaster (e.g. earthquake, slope failure and fire), or
with state legislation that shifts certain revenues away from the City (e.g. vehicle
license fees and highway users' tax). Management of the City's resources should
always include proactive planning tools such as the Capital Improvement Plan, as
well as continual monitoring of the state and its potential actions.

The City's prudent fiscal policies allow the City to conduct its business in a resource­
scarce environment. The City strives to secure outside funding sources (grants and
earmarks) or use new revenue sources (tax from the newly developed luxury hotel)
for necessary infrastructure projects identified in the Capital Improvement Plan
instead of adding or expanding services. Future projects include roadway
stabilization due to storm water runoff issues, traffic safety improvements, and
replacement of aging facilities. As of 2010, more than $100 million of projects have
been identified that remain unfunded. A schedule of unfunded projects is
maintained in the City's Capital Improvement Plan.

Economic Outlook: Due to the climate of California and the coastal location of the
City, property values are likely to remain high into the future. However, future
economic development will likely be minimal as the City has very little developable
land remaining. Furthermore, the state will continue to look to local government to
help solve its financial problems. With the solid and consistent property tax revenue
base, proactive planning, and cautious management of the City's resources, the City
will be able to continue providing basic services the community expects.
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Policies

It is the policy of the City to:

I. Consider the cost effectiveness and community benefits of new City services and
facili ties.

2. Require that wherever appropriate, HeW' City services be paid for by the users in
the form of specified fees or taxes.
(PLAN I G COMMISSIO AND FINANCE ADVISORY COMMITTEE
RECOMMENDED CHANGE TO POLlCY)

3. Work toward integration of common services among neighboring jurisdictions,
agencies and organizations for improved cost effectiveness and quality of
service.

4. Consider the financial impacts of City decisions on other governmental agencies
and/or public utilities serving our residents.

5. Encourage State legislative action to provide equitable distribution of tax
revenues commensurate with the City's responsibilities.

6. Seek or accept funds from government sources only if the imfJa€E; te aP.E1
obligations of the City caused by accepting tflese such funds are do not UflElHly
IlHfEleRseme negate the benefits of receiving those funds.
(PLANNING COMMISSION AND FINANCE ADVISORY COMMITTEE
RECOMMENDED CHANGE TO POLICY)

7. Evaluate the merits of contracting for services versus in-house staffing.

8. Encourage private contributions and donations to the City.

9. Consider administrative and enforcement capabilities and available funding
before imposing new regulations to address whether such new regulations can
be effectively administered.

10. Consider the financial impact of City decisions on City residents.

II. Finance recurring expenditures from recurring revenues.

12. Consider the cost impacts of approving any new development within the City.
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13. Actively pursue energy efficient methods and equipment in existin~ and
future City buiIdin~s and spaces, as well as public infrastructure, to help
reduce operatin~ costs.
(THIS IS A NEW POLICY PROPOSED BY THE PLANNING COMMISSION)
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